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60 Harrow Lane
Saginaw, Michigan 48603

BERTHIAUME
& COMPANY

(989) 791-1555
Fax (989) 791-1992

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Township Board
Township of Frederic, Michigan

We have audited the accompanying financial statements of each major fund and the aggregate remaining
fund information of the Township of Frederic, Michigan, as of and for the year ended June 30, 2004,
which collectively comprise a portion of the Township’s basic financial statements required by
accounting principles generally accepted in the United States of America. These financial statements are
the responsibility of the Township of Frederic’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

Management has not presented government-wide financial statements to display the financial position
and changes in financial position of its governmental activities. Accounting principles generally
accepted in the United States of America require the presentation of government-wide financial
statements. The amount that would be reported in the government-wide financial statements for the
Township’s governmental activities are not reasonably determinable.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial
statements referred to above do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Township of Frederic, Michigan,
as of June 30, 2004, or the changes in its financial position for the year then ended.

The accompanying financial statements do not present a management’s discussion and analysis, which
would be an analysis of the financial performance for the year. The Governmental Accounting Standards

Board has determined that this analysis is necessary to supplement, although not required to be part of,
the basic financial statements.

¢ 7
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November 17, 2004
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TOWNSHIP OF FREDERIC
-
GOVERNMENTAL FUNDS
-
BALANCE SHEET
June 30, 2004
L ]
Fire and Trash Nonmajor Total
- General Ambulance Collection Governmenta Governmental
Fund Fund Fund Funds Funds
Assets:
- Cash and cash equivalents $ 20607 $ 73972 $§ 96,660 § 19950 $ 211,189
Accounts receivable 1,736 3,588 - - 5,324
Due from other governmental units 32,289 - - - 32,289
- Total assets $ 54632 $ 77560 $§ 96,660 § 19,950 § 248,802
Liabilities and Fund Balances:
Ll Liabilities:
Accounts payable
and accrued expenses 3 4012 $ 20837 $ 23§ 947 ¢ 25,819
- Total liabilities 4,012 20,837 23 947 25,819
Fund balances:
- Undesignated, reported in:
General fund 50,620 - - - 50,620
Special revenue funds - 56,723 96,637 19,003 172,363
- Total fund balances 50,620 56,723 96,637 19,003 222,983
Total liabilities and fund balances $ 54,632 $§ 77,560 $§ 96,660 $ 19,950 $ 248,802
-
-
[
-~_
-h
-
-
The accompanying notes are an integral part of these financial statements.
—
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- TOWNSHIP OF FREDERIC
- GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
L]
Year Ended June 30, 2004
-n
Fire and Trash Nonmajor Total
General Ambulance Collection Governmental Governmental
Fund Fund Fund Funds Funds
-
Revenues:
Taxes $ 57,311 $ 87,541 § 119,441 § - $ 264,293
Licenses and permits 18 - - 22,152 22,170
- State grants 123,777 1,780 - - 125,557
Contributions from other units - 24,699 - - 24,699
Charges from services 13,648 75,940 - - 89,588
- Interest and rents 4,136 - - - 4,136
Other revenue 5,024 18,424 - 972 24,420
Total revenues 203,914 208,384 119,441 23,124 554,863
[ ]
Expenditures:
Current:
General government 109,767 - - - 109,767
- Public safety 1,582 134,325 - 28,947 164,854
Public works 7,107 - 100,693 - 107,800
Community and economic develoj 12,887 - - - 12,887
~ Recreation and culture 3,377 - - - 3,377
Other 6,080 - - - 6,080
Capital outlay 8,011 194,009 - 1,617 203,637
- Debt service:
Principal 34,654 49,994 - - 84,648
Interest and charges 1,706 1,472 - - 3,178
-~ Total expenditures 185,171 379,800 100,693 30,564 696,228
Excess (deficiency) of
revenues over expenditures 18,743 (171,416) 18,748 (7,440) (141,365)
=
Other financing sources (uses):
Proceeds from loan 6,050 136,200 - - 142,250
- Transfers in - - - 24,832 24,832
Transfers out (24,832) - - - (24,832)
Total other financing
- sources (uses) (18,782) 136,200 - 24,832 142,250
Net change in fund balances (39) (35,216) 18,748 17,392 885
- Fund balances, beginning of year 50,659 91,939 77,889 1,611 222,098
Fund balances, end of year $ 50,620 $ 56,723 § 96,637 $ 19,003 § 222,983
-~
The accompanying notes are an integral part of these financial statements.

4-
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TOWNSHIP OF FREDERIC

Assets:
Cash and cash equivalents

Total assets
Liabilities:
Accounts payable

Due to other governmental units

Total liabilities

Net Assets:
Unrestricted

Total net assets

FIDUCIARY FUNDS

STATEMENT OF NET ASSETS
June 30, 2004

The accompanying notes are an integral part of these financial statements.

-5-
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Funds

$ 2,712

2,712

1,736
976

2,712
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TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS
June 30, 2004

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Township of Frederic (the Township) is located in Crawford County, Michigan. The Township
operates under an elected Board of Trustees and provides services to more than 1,400 residents, primarily
from the operations of its General Fund and Special Revenue Funds. The Township’s services include
general township departments and boards, roads, fire protection and ambulance service, liquor law
enforcement, trash collection and library services.

The accounting policies of the Township of Frederic conform to accounting principles generally accepted
in the United States of America as applicable to governmental units. The following is a summary of the
significant accounting policies:

Reporting Entity:

The Township has adopted the position of Government Accounting Standards Board Statement 14
regarding the definition of the “reporting entity”. The basic criterion for including a governmental
organization in a governmental unit’s financial report is the exercise of oversight responsibility over such
agencies by the governmental unit’s elected officials. The manifestations of such oversight responsibility
are financial interdependency, selection of governing authority, designation of management, ability of
significant influencing operations and accountability for fiscal matters.

The Township, accordingly, has no component units to report in its financial statements.

Basis of Presentation — Fund Accounting:

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures, or expenses, as
appropriate.

Basis of Accounting:

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Township has not presented government-wide basic financial statements, which consist of the
statement of net assets and statement of activities, as required by accounting principles generally
accepted in the United States of America.

FUND FINANCIAL STATEMENTS

Separate financial statements are provided for governmental funds and fiduciary funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available if it is collected within the current



TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

period or soon enough thereafter to pay liabilities of the current period. For this purpose, the Township
considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and claims
and judgments, are recorded only when payment is due.

Property taxes, intergovernmental grants, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenue of the current fiscal
period. All other revenue items are considered to be available only when cash is received by the
government.

Fiduciary fund statements also are reported using the economic resources measurement focus and the
accrual basis of accounting.

The Township reports the following major governmental funds:

General Fund — The General Fund is the primary operating fund of the Township. It is used to account
for all financial resources, except for those required to be accounted for in another fund.

Fire and Ambulance Fynd — The Fire and Ambulance Fund is used to account for a tax levy used to
provide fire protection and ambulance services to the residents.

Trash Collection Fund — The Trash Collection Fund is used to account for a special assessment levy used
to provide trash collection to the residents.

Assets, Liabilities and Equity:

Deposits_and Investments — Cash and cash equivalents include cash on hand, demand deposits,
certificates of deposit and short term investments with a maturity of three months or less when
acquired. Investments are stated at fair value.

Receivables and Payables — Generally, outstanding amounts owed between funds are classified as
“due from/to other funds”. These amounts are caused by transferring revenues and expenses between
funds to get them into the proper reporting fund. These balances are paid back as cash flow permits.

Property Taxes — Township property taxes are attached as an enforceable lien on property as of
December 1 and are due without penalty before February 15. These tax bills include the Township’s
own property taxes and taxes billed on behalf of the school district within the Township limits. Real
property taxes not collected as of March 1 are turned over to Crawford County for collection, which
advances the Township 100 percent of the delinquent taxes. .

The 2003 taxable valuation of the Township totaled $46,136,074, on which ad valorem taxes levied
consisted of .8838 mills for the Township’s operating purposes and 1.9472 mills for fire protection.

Long-term Obligations — In the fund financial statements, governmental funds do not report long-
term debt and other long-term obligations as liabilities.




TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CON TINUED)
June 30, 2004

Fund Equity — In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted by outside parties
for use for a specific purpose. Designations of fund balance represent tentative management plans
that are subject to change.

Use of Estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the period. Actual
results could differ from those estimates.

Accounting Change:

GASB Statement No. 34 - Effective July 1, 2003, the Township implemented some of the provisions
of Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements — and Management Discussion and Analysis — for State and Local Governments. The
Township has not presented a Management Discussion and Analysis (MD&A) section, which
provides an analysis of the Township’s overall financial position and results of operations, and the
government-wide financial statements prepared using full accrual accounting for all of the
Township’s activities.

Modified Accrual Basis of Accounting — The Township has presented its financial statements using
the modified accrual basis of accounting. In previous years, the Township financial statements were
prepared using a cash basis method of accounting. The modified accrual method is required by
accounting principles generally accepted in the United States of America.

NOTE 2: STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Information:

The Township follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. The Township Supervisor submits to the Township Board a proposed operating budget by June
30 of each year. The operating budget includes proposed expenditures and the means of
financing them.

2. A public hearing is conducted to obtain taxpayer comments.

3. Prior to July 1, the budget is legally enacted by adoption of the Township Board.

4. Any revision that alters the total expenditures of any fund must be approved by the Township
Board.

5. Formal budgetary integration is employed as a management control device during the year for all
funds.



TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

6. Governmental fund budgets are adopted on a basis consistent with accounting principles
generally accepted in the United States of America. A comparison of actual results of operations
to the General Fund and major Special Revenue Funds budgets as originally adopted and
amended by the Township Board is included in the required supplemental information.

7. All annual appropriations lapse at fiscal year end.

Excess of Expenditures Over Appropriations in Budgeted Funds:

During the year, the Township incurred expenditures that were in excess of the amounts budgeted, as
follows:

Actual
Final Over
Budget Actual Final Budget
Special Revenue Funds:
Fire and Ambulance Fund:
Public safety $ 105,400 $§ 134325 § 28,925
Capital outlay 45,500 194,009 148,509
Debt service - 51,466 51,466
Trash Collection Fund :
Public works 96,000 100,693 4,693

NOTE 3: DEPOSITS AND INVESTMENTS

Deposits:
The breakdown between deposits and investments for the Township is as follows:

Bank deposits (checking accounts, savings accounts,

and certificates of deposit) $ 161,151
Investments held by banks 50,038
Total $ 211,189

The carrying amount of the Township’s deposits were reflected in the accounts of financial institutions
(without recognition of checks written but not yet cleared or of deposits in transit) at $162,042, of which
$100,000 is covered by federal depository insurance and the remainder was uninsured and uncollaterized.

Investments:

State statutes authorize the Township to invest surplus funds in certificates of deposit, savings accounts
and deposit accounts with banks and savings and loan associations which are members of FDIC, credit
unions which are insured by NCUA, bonds, bills or notes of the U.S., commercial paper rated within the
3 highest classifications established, U.S. or federal agency obligation repurchase agreements, bankers’
acceptances and mutual funds composed entirely of the aforementioned investments that are legal for
direct investment by a Township.

-10-



TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

Investments are categorized into these three categories of credit risk:

Category 1 — Insured or registered, or securities held by the Township or its agent in the Township’s
name;

Category 2 — Uninsured and unregistered, with securities held by the counterparty’s trust department
or agent in the Township’s name; and

Category 3 — Uninsured and unregistered, with securities held by the counterparty or by its trust
department or agent but not in the Township’s name.

At year end, the Township’s investment balances were categorized as follows:

Category Reported
Amount
1 2 3 (Fair Value)
Government securities $ - $ - $ - $ -
Investments not subject to categorization:
Citizens Bank - Public Funds 50,038
Total investments $ 50,038

-11-



TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

NOTE 5: LONG-TERM DEBT

The Township issues notes and other contractual commitments to provide for the acquisition and
construction of major capital facilities and the acquisition of certain equipment.

Long-term obligation activity can be summarized as follows:

Note payable - Road Improvement
Maturing through 2004

Installment purchase - 2000 3/4 Ton Truck
Maturing through 2006

Installment purchase - Lawn Mower
Maturing through 2004

Note payable - Wood Pole Barn
Maturing through 2004

Note payable -2 Ambulances
Maturing through 2008

Note payable - Mower
Maturing through 2006

Total long-term debt

Interest Principal Due
Rate Maturity Beginning Additions Ending Within
Ranges Ranges Balance  (Reductions) Balance One Year

5.44% $3,000 $ 24889 § (24,889) § - $ -
5.15% 415-435 13,364 (5,223) 8,141 5,093
4.75% 164-171 1,838 (1,838) -
1.80%  9,648-10,356 49,994 (49,994) - -
2.74% 34,050 - 136,200 136,200 34,050
4.75% 252-263 6,050

- (2,704) 3,346 3,087

$ 90,085 §

57,602 $ 147,687 $ 42,230

Annual debt service requirements to maturity for the above notes and contractual obligations are as

follows:
Year Ended
June 30, Principal Interest Total

2005 3 42,230 $ 4,164 $ 46,394
2006 37,357 2,852 40,209
2007 34,050 1,866 35,916
2008 34,050 933 34,983

$ 147,687 §$ 9,815 § 157,502

The Township’s interest expense for the year ended June 30, 2004 was $3,178.

-12-



TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

NOTE 7: INTERFUND BALANCES AND TRANSFERS

The composition of interfund receivable and payable balances at June 30, 2004 is as follows:

Interfund transfers reported in the fund statements were as follows:

Funds Transferred From Funds Transferred To Amount
General Fund Nonmajor Governmental Fund
Building Fund § 24,832

The amount transferred was to finance operations of the Building Fund.

NOTE 8: RISK MANAGEMENT

The Township is exposed to various risks of loss related to property loss, torts, errors and omissions, and
employee injuries (workers’ compensation). The Township has purchased commercial insurance to
cover any potential claims associated with these risks. Settled claims relating to the commercial
insurance have not exceeded the amount of insurance coverage in the past three fiscal years.

NOTE 9: EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS

Defined Contribution Pension Plan:

The Township maintains a single employer defined contribution plan for elected Township officials.
The Township contributes a variable amount of covered payroll annually, based on a formula related to
the level of annual compensation. Vesting is immediate and complete (100%) from the date of
contribution, subject to early withdrawal fees. The Township plan invests its contributions with
Manulife Financial.

As of June 30, 2004, the pension plan’s membership was four employees. The total amount of covered
payroll for the year ended June 30, 2004 was $28,987. Total payroll for the same period was $111,382.
Contributions to the Township plan during the year ended June 30, 2004 was $2,400.

Distribution will be made upon separation or any date subsequent to separation and before age 70 ' at
the request of the employee, or at age 70 1/2, whichever is later.

A defined contribution pension plan provides pension benefits in return for services rendered, provides
an individual account for each participant, and specifies how contribution to the individual’s account are
to be determined instead of specifying the amount of benefits the individual is to receive. Under a
defined contribution pension plan, the benefits a participant will receive depend solely on the amount
contributed to the participant’s account, the returns earned on investments of those contributions, and
forfeitures of other participants’ benefits that may be allocated to such participant’s account.

-13-



TOWNSHIP OF FREDERIC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2004

Post Employment Benefits:

The Township has no post employment benefits other pension plan.

NOTE 10: CONTRACTUAL AGREEMENTS

In addition to providing fire and ambulance services to its residents, the Township provides the same
services to the residents of Maple Forest Township pursuant to a contractual agreement. The agreement
is renewed annually. The charge for the services is based on the State Equalized Valuation of Maple
Forest Township and the current fire and ambulance millage rate of the Township of Frederic. The
Township received approximately $21,700 from Maple Forest Township for those services for the year
ended June 30, 2004.

The Township has contracted for trash collection services with Waste Management. Trash collection is
conducted weekly and the Township is billed approximately $8,200 per month for route collections.

-14-
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TOWNSHIP OF FREDERIC

GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
Year Ended June 30, 2004
Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues:
Property taxes $ 57,500 $ 57,500 $ 57,311 § (189)
Licenses and permits - - 18 18
State grants 120,000 120,000 123,777 3,777
Charges for services 13,000 13,000 13,648 648
Interest and rents 5,000 5,000 4,136 (864)
Other revenue 2,800 2,800 5,024 2,224
Total revenues 198,300 198,300 203,914 5,614
Expenditures:
General government 117,500 117,500 109,767 7,733
Public safety 1,600 1,600 1,582 18
Public works 8,000 8,000 7,107 893
Community and economic development 16,000 16,000 12,887 3,113
Recreation and culture 4,000 4,000 3,377 623
Other 6,000 6,000 6,080 (80)
Capital outlay - - 8,011 (8,011)
Debt service:
Principal 36,000 36,000 34,654 1,346
Interest and charges - - 1,706 (1,706)
Total expenditures 189,100 189,100 185,171 3,929
Excess (deficiency) of
revenues over expenditures 9,200 9,200 18,743 9,543
Other financing sources (uses):
Proceeds from loan - - 6,050 6,050
Transfers out - - (24,832) (24,832)
Total other financing sources (uses) - - (18,782) (18,782)
Net change in fund balance 9,200 9,200 39) (9,239)
Fund balance, beginning of year 50,659 50,659 50,659 -
Fund balance, end of year $ 59,859 $ 59,859 § 50,620 $ (9,239)
-16-



TOWNSHIP OF FREDERIC

SPECIAL REVENUE FUND — FIRE AND AMBULANCE FUND
BUDGETARY COMPARISON SCHEDULE

Revenues:
Property taxes
State grants
Contributions from other units
Charges for services
Other revenue

Total revenues

Expenditures:
Public safety
Capital outlay
Debt service:
Principal
Interest and charges

Total expenditures

Excess (deficiency) of
revenues over expenditures

Other financing sources (uses):
Proceeds from loan
Transfers in
Transfers out

Total other financing sources (uses)
Net change in fund balance
Fund balance, beginning of year

Fund balance, end of year

Year Ended June 30, 2004

Variance
Budgeted Amounts Favorable

Original Final Actual (Unfavorable)

$ 80,000 $ 80,000 § 87,541 § 7,541

- - 1,780 1,780

- - 24,699 24,699

26,000 26,000 75,940 49,940

- - 18,424 18,424

106,000 106,000 208,384 102,384
105,400 105,400 134,325 (28,925)
45,500 45,500 194,009 (148,509)
- - 49,994 (49,994)
- - 1,472 (1,472)
150,900 150,900 379,800 (228,900)
(44,900) (44,900) (171,416) (126,516)

- - 136,200 136,200

- - 136,200 136,200

(44,900) (44,900) (35,216) 9,684

91,939 91,939 91,939 -
$ 47,039 § 47,039 §$ 56,723 $ 9,684

-17-



TOWNSHIP OF FREDERIC

SPECIAL REVENUE FUND — TRASH COLLECTION FUND
BUDGETARY COMPARISON SCHEDULE

Year Ended June 30, 2004
Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues:
Property taxes $ 105645 $§ 105,645 $ 119441 § 13,796
Total revenues 105,645 105,645 119,441 13,796
Expenditures:

Public works 96,000 96,000 100,693 (4,693)
Total expenditures 96,000 96,000 100,693 (4,693)
Excess (deficiency) of

revenues over expenditures 9,645 9,645 18,748 9,103
Net change in fund balance 9,645 9,645 18,748 9,103
Fund balance, beginning of year 77,889 77,889 77,889 -
Fund balance, end of year $ 87,534 §$ 87,534 $ 96,637 $ 9,103
-18-
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TOWNSHIP OF FREDERIC

GENERAL FUND
DETAILED SCHEDULE OF REVENUES
Year Ended June 30, 2004
Revenues:
Current taxes:
Property taxes $ 40,718
Administration fees 16,593
57,311
Licenses and permits:
Nonbusiness licenses and permits 18
18
State grants:
State revenue sharing - sales tax 96,170
Swamp tax 24,741
Other 2866
123,777
Charges for services:
Cemetery fees 1,200
Other 12,448
13,648
Interest and rents:
Interest 4,136
4,136
Other revenue:
Cemetery lots/perpetual care 1,128
Contributions and donations 50
Reimbursements 2,993
Other 853
5,024
Total revenues 203,914
Other Financing Sources:
Proceeds from loan 6,050
6,050
Total revenues and other financing sources $ 209,964
220-



TOWNSHIP OF FREDERIC

DETAILED SCHEDULE OF EXPENDITURES
Year Ended June 30, 2004

Expenditures:
General Government:

Board:
Personnel
Fringe benefits
Contracted services
Dues and memberships
Printing and publications

Insurance
Other

Supervisor:
Personnel
Supplies
Contracted services
Travel/Mileage

Printing and publications
Other

Clerk:
Personnel
Supplies

Contracted services
Travel/Mileage

Board of Review:
Personnel
Supplies
Contracted services
Travel/Mileage
Printing and publications

Treasurer:
Personnel
Supplies
Contracted services
Travel/Mileage

Assessor:
Personnel
Supplies
Contracted services
Travel/Mileage

GENERAL FUND
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$ 2,318
2,652

531

899

279

10,179

1,160

18,018

10,419
273
253
328

40
345

11,658

10,599
1,260
75

133

12,067

660
32
120
14
179

1,005

10,475
2,364
2,741

410

15,990

19,980
275
2,251
600

23,106



TOWNSHIP OF FREDERIC

GENERAL FUND
DETAILED SCHEDULE OF EXPENDITURES (CONTINUED)
Year Ended June 30, 2004
Expenditures, continued:
General Government, continued:
Elections:
Supplies 102
102
Buildings and Grounds:
Personnel 11,673
Supplies 1,996
Contracted services 1,925
Telephone 1,300
Travel/Mileage 72
Utilities 4,184
Repairs and maintenance 3,108
Other 1,060
25,318
Cemetery:
Supplies 36
Contracted services 850
Utilities 121
Repairs and maintenance 1,496
2,503
Total general government 109.767
Public Safety:
Other Public Safety:
Personnel $ 1,582
1,582
Total public safety 1,582
Public Works:
Street Lighting:
Utilities 7,107
7,107
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TOWNSHIP OF FREDERIC

GENERAL FUND

DETAILED SCHEDULE OF EXPENDITURES (CONTINUED)
Year Ended June 30, 2004

Expenditures, continued:

Community and Economic Development:
Zoning:

Personnel

Supplies

Contracted services

Telephone

Travel/Mileage

Printing and publications

Total community and economic development

Recreation and Culture:
Recreation/Parks:

Utilities

Repairs and maintenance

Library:
Telephone
Utilities
Repairs and maintenance
Other

Total recreation and culture

Other:
Payroll Taxes:
Payroll taxes

Total other

Capital Outlay:
General government
Community and economic development

Debt Service:
Principal
Interest and fees

Total expenditures

11,080
151
1,170
357

122
12,887

12,887

210
34

244

610
1,928
483
112
3,133

3,377

6,080
6,080

6,080

7,629
382
8,011

34,654
1,706
36,360

185,171
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TOWNSHIP OF FREDERIC

GENERAL FUND

DETAILED SCHEDULE OF EXPENDITURES (CONTINUED)
Year Ended June 30, 2004

Other Financing Uses:

Transfers to other funds 24,832

24,832

Total expenditures and other financing uses $ 210,003
-24-



TOWNSHIP OF FREDERIC

NONMAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET

June 30, 2004
Special Revenue Funds
Total
Nonmajor
Building Library Governmental
Fund Fund Funds
Assets:
Cash and cash equivalents 5 19,478 $ 472 $ 19,950
Total assets $ 19,478 § 472 § 19,950
Liabilities and Fund Balances:
Liabilities:
Accounts payable
and accrued expenses $ 946 $ 1 § 947
Total liabilities 946 1 947
Fund balances:
Unreserved:
Special revenue funds 18,532 471 19,003
Total fund balances 18,532 471 19,003
Total liabilities and fund balances $ 19,478 $ 472 § 19,950
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TOWNSHIP OF FREDERIC

NONMAJOR GOVERNMENTAL FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

Year Ended June 30, 2004

Special Revenue Funds

Total
Nonmajor
Building Library  Governmental
Fund Fund Funds
Revenues:
Licenses and permits $ 22,152 § - $ 22,152
Interest and rents 1 (1) -
Other revenue 30 942 972
Total revenues 22,183 941 23,124
Expenditures:
Public safety 28,947 - 28,947
Capital outlay 318 1,299 1,617
Total expenditures 29,265 1,299 30,564
Excess (deficiency) of
revenues over expenditures (7,082) (358) (7,440)
Other financing sources (uses):
Transfers in 24,832 - 24,832
Total other financing sources (uses) 24,832 - 24,832
Net change in fund balance 17,750 (358) 17,392
Fund balance, beginning of year 782 829 1,611
Fund balance, end of year $ 18,532 § 471 § 19,003
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TOWNSHIP OF FREDERIC

Assets
Cash and cash equivalents

Total assets
Liabilities
Accounts payable

Due to other governmental units

Total liabilities

FIDUCIARY FUNDS — AGENCY FUND
COMBINING STATEMENT OF CHANGES IN

ASSETS AND LIABILITIES
June 30, 2004

$ 762 1,560,717 1,558,767 2,712

$ 762 1,560,717 1,558,767 2,712

$ 762 225,966 224,992 1,736
- 1,334,751 1,333,775 976

$ 762 1,560,717 1,558,767 2,712
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60 Harrow Lane
Saginaw, Michigan 48603

BERTHIAUME
& COMPANY

(989) 791-1555
Fax (989) 791-1992

Certified Public Accountants

MANAGEMENT LETTER

To the Members of the Township Board
Township of Frederic, Michigan

We have completed our audit of the financial statements of the Township of Frederic for the year ended
June 30, 2004, and have issued our report thereon dated November 17, 2004. As part of our examination,
we made a study and evaluation of the Township's system of internal accounting control to the extent we
considered necessary to evaluate the system as required by generally accepted auditing standards. The
purpose of our study and evaluation was to determine the nature, timing, and extent of the auditing
procedures necessary for expressing an opinion on the Township's financial statements. Our study and
evaluation was more limited than would be necessary to express an opinion on the system of internal
accounting control taken as a whole.

The Township's administration is responsible for establishing and maintaining a system of internal
accounting control. In fulfilling this responsibility, estimates and judgments by the administration are
required to assess the expected benefits and related costs of control procedures. The objectives of a
system are to provide the administration with reasonable, but not absolute assurance that assets are
safeguarded against unauthorized use or disposition and that transactions are executed in accordance with
the administration's authorization and recorded properly to permit the preparation of financial statements
in accordance with generally accepted accounting principles.

Because of inherent limitations in any system of internal accounting control, errors or irregularities may,
nevertheless, occur and not be detected. Also, projection of any evaluation of the system to future
periods is subject to the risk that procedures may become inadequate because of changes in conditions or
the degree of compliance with the procedures may deteriorate.

Our study and evaluation made for the limited purpose described in the first paragraph would not
necessarily disclose all material weaknesses in the system. Accordingly, we do not express an opinion on
the system of internal accounting control of the Township of Frederic taken as a whole. Our study and
evaluation disclosed no conditions that we believe to be material weaknesses.

This report is intended solely for the use of the Township management and should not be used for any
other purpose.

We wish to extend our appreciation to you and your staff for the assistance accorded us during our
examination.

Sincerely,

Berthiaume & Company
Certified Public Accountants

November 17, 2004
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